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EDITORIAL DEPARTMENT NOTE 


As our economy changed from a peace to a wartime basis and back a; 
it became necessary for the Congress to tone new tax legislation, 
either to raise maximum revenues during the war period or to cornish such 
relief as it deems feasible now that hostilities have ceased. The first 
article presents a survey of the relief offered by the Tax Adjustment Act 
of 1945. This Act, passed even before V-J Day; while it does offer some tax 
relief, is concerned primarily with ogee available to corporate taxpayers 
cash in connection with the postwar refun Hence, it is of immediate 
imterest to many corporations. 

Harvey W. Peters, the author of the first article, was graduated from 
Marquette University at Milwaukee in 1935. After graduation he 
associated with a firm serving individual and corporate clients in tax and 
financial matters. In 1940 he was made Manager of the Tax Department 
of the Milwauke office of Peat, Marwick, Mitchell & Co., but in August, 
1940, he set up in business for f as Tax Consultant. Mr. Peters has 
been a member of the Bar in Wisconnin since 1935, and a Certified Public 
Accountant in the same state. He has been a frequent speaker before tax 
groups and has contributed articles to several ee = is a 
of the N. A..C. A. and the Wisconsin Society of C. P 

The second article deals with the problem of office ia for a 
small business. In our concern with the problems posed by large enterprises, 
we are apt to overlook the fact that, as the author aptly points out, 
small business has the same problems, though on a smaller scale. The small 
office cannot readily make use of certain types of mechanical equipment, 
simply because it not have the volume to keep such equipment going 
for a fair portion of time. On the other hand, manual records are likely 
to induce carelessness. In the second article, an R. Kleinau presents 
some sound advice and specific suggestions for the integrity of 
the accounting records and making the task o cy auditor easier. Mr. 
Kleinau received his training at Reed College in Oregon. Now a Tennessee 
C. P. A., he is engaged in public accounting practice in Chattanooga and is 
also the district representative of the International Accountants’ Society. He 
was the first President of the Chattanooga Chapter and as Past President 
is still active in its affairs. 





Articles published in the Bulletin present many different viewpoints. Ro 


lishing them the Association is ‘not sponsoring the view expressed, but 
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THE TAX ADJUSTMENT ACT OF 1945 


By Harvey W. Peters, Tax Counsel, 
Milwaukee, Wis. . 


a conversion of the Internal Revenue Code from a peace 

to a wartime basis required the enactment of amendatory legis- 
lation in the form of several revenue acts during the 1940-1944 
period. The speed with which the United States and the American 
economy became involved in the war required the Congress to 
make drastic and continuing changes in the tax structure. In one 
particular year, 1940, two revenue acts enacted by Congress 
changed the entire contour of the Internal Revenue Code including 
the introduction of the excess profits tax. Even before the cor- 
porate tax returns for that particular year were due, further 
amendments changed the Internal Revenue Code. It may well be 
anticipated that several revenue acts will be required to reconvert 
the Internal Revenue Code back to a peacetime basis. 

Prior to the capitulation of Japan, Congress made the first move 
toward reconverting the Federal tax structure by enacting the Tax 
Adjustment Act of 1945. As the title indicates, this piece of tax 
legislation introduces a few adjustments to serve as a stop-gap 
pending enactment of the first in a series of postwar tax laws. 
The Tax Adjustment Act contains very little relief from the tax 
load of the war period, but instead concerns itself primarily with 
making immediately available cash to which corporate taxpayers 
are otherwise entitled. Oddly enough, Congress has labored to 
make cash available to corporate treasuries at a time when all busi- 
ness barometers indicate the quantity of available cash to be of 
such proportions as to constitute a real inflationary threat. Let 
us consider the changes in the Internal Revenue Code brought 
about by the Tax Adjustment Act of 1945. 


Increase in Excess Profits Tax Specific Exemption 

The only indication of tax relief contained in the Tax Adjust- 
ment Act is the amendment whereby the specific exemption allow- 
able in computing corporate excess profits tax is increased from 
$10,000 to $25,000. This amendment applies to taxable years 
beginning after December 31, 1945, and to taxable years beginning 
in 1945 and ending in 1946. Corporate taxpayers with fiscal 
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years ending in 1946 willenjoy a-pro rata portion of thé increase 
for such portion of the fiseal year as falls in the 1946 calendar 
year. The specific exemption for various fiscal years follows: 


Fiscal Year Specific Exemp- 
Ending in 1946 tion Amount 
(Dep iee ars + $11,273.97 
PRET OE + sass bree) \oe56s; © 12,424.66 
ok Rs ort ree 13,698.63 
Re eee Pe cere 14,931.51 
partes eertrtys greet coe 16,205.48 
BEE ON gh ch + Xn hears 44 as SaNGden. 17,438.36 
8 EtaARS ert rremAttr 18,712.33 
WEE Bs Wk bad gncuacecaeg sh 19,986.31 
ge Resets Ferre , 21,219.18 
EE wot nahiekecencceess 22,493.15 
November 30 ............. .«. 23,726.03 
gp ogee snes A ebr ey 25,000.00 


The provision whereby the specific exemption is. increased is 
of primary interest to small corporations. The increase will elimi- 
nate the necessity of corporations with incomes of less than $25,- 
000 filing excess profits tax returns for the calendar 1946. year. 
The increased specific exemption affords small corporations the 
opportunity of chifting a maximum of $15,000 from the 85.5 per 
cent excess profits tax (95.0 per cent less 9.5-per cent) to the 
much lower normal and surtax brackets. 

In the the case of corporations with income in excess of $50,000 
the benefit accruing from the increased exemption should be a 
saving of $6,825.00 im taxes as a maximum of $15,000 income is 
shifted from the 85.5 per cent excess profits tax bracket to the 
40 per cent combined normal and surtax bracket. 

Curiously enough, those corporations that bear the greatest load 
of excess profits taxes, i.e., corporations whose total tax exceeds 
80 per cent of income so that their tax is computed on the 80 per 
cent over-all basis, actually suffer a tax detriment of a maximum 
of $600 because of the increased exemption. This absurd result 
follows because the total gross tax of such corporation will remain 
the same, but the increased’ specific exemption will decrease the 
excess profits tax portion of the total tax arid thereby decrease the 
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10 per cent credit (formerly postwar credit) of the excess profits 
tax, An illustrative computation follows: , 




















Under Increased 
Present Law Specific Exemption 
Income ............ $1,000,000 $1,000,000 
Excess Profits Credit $50,000 $50,000 


Specific Exemption.. 10,000 60,000 — 25,000 75,000 





Adjusted Excess. Profits In- 





COMBA 9613 rie OKIE SY abiowe bow $ 940,000 $ 925,000 
85.5% (Net) Excess Profits 
EE tiated ntininn scien’ balan $ 803,700 $ 790,875 
40% Normal and Surtax ..... 24,000 30,000 
ME BE oo won cknelen con $ 827,700 $ 820,875 











Inasmuch as the total tax in either instance exceeds 80 per cent 
of the income, the 80 per cent over-all tax appiies: 
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- . 80% over-all tax ..........4+, $800,000 $800,000 
, Less, Normal and Surtax...... 24,000 30,000 
Bs 
e Excess Profits Tax.......+... $776,000 _ $770,000 
r JO%. COG wen ondcndtae teomar 77,600 77,000 
e 
Net Excess Profits Tax ...... $698,400 $693,000 
O " 
a Normal and Surtax........... $ 24,000 $. 30,000 
s Net Excess Profits Tax....... 698,400 693,000 
e 
SE Fe WU coseacescenes $722,400 $723,000 
j . 
s Increase in tax due to increased 
r specific exemption ......... $600 
n = 
It Bearing in mind the oft repeated promises from congressional 
‘ quarters to the effect that the excess profits tax. would expire at 
4 the close of the war with Japan, it is possible that the 1945 excess 
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profits tax returns will be the last for calendar year taxpayers so 
that only 1946 fiscal year taxpayers will use the increased specific 
exemption. A less optimistic viewpoint would lean toward the 
expectation of a modified excess protits tax for 1946 with the 
increased specific exemption a part thereof. 


Change Relative to Postwar Credit 


The first and foremost contribution of the Tax Adjustment Act 
toward improving the cash position of corporations is the introduc- 
tion of the “collect as you go” method with respect to the postwar 
refund. The Internal Revenue Code, after being amended by the 
1942 and subsequent revenue acts, provided for a 10 per cent 
refund of all excess profits taxes. This refund was termed a post- 
war refund because in most cases it was in the form of bonds 
due at varying dates after the close of hostilities. To help speed 
reconversion, the cash represented by the postwar refund is being 
made available on a “collect as you go” basis. The Tax Adjust- 
ment Act brings about “collect as you go” by the following plan: 


1. The 10 per cent postwar refund of excess profits tax is 
eliminated for tax years beginning after December 31, 
1943, and in its place is a 10 per cent credit immediately 
deductible from excess profits tax. In other words, cor- 
porate excess profits tax returns for the 1944 calendar and 
all 1945 fiscal years and all calendar and fiscal years subse- 
quent thereto shall have the 10 per cent credit deducted on 
the tax return. To facilitate administration the Bureau 
wil! permit the 10 per cent credit for the entire year to be 
deducted from remaining installments of excess profits 
tax and has extended this privilege to installments remain- 
ing due as to fiscal years ending in 1944. 


Examples 
I. A 1944 calendar year taxpayer may deduct the 
entire 1944 postwar refund from the installments 
due following the effective date of the Act. 
Il. A taxpayer with fiscal year ended October 30, 1944, 
or November 30, 1944, may deduct the entire post- 
war refund for the fiscal year from the installment 
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due October 15, 1945, or November 15, 1945, as 
the case may be. 


In all cases where installments have been paid up the 10 per 
cent credit will be allowed as a cash refund. 

2. Bonds heretofore issued to corporate taxpayers in the 
amount of the postwar refund shall mature, at the option 
of the taxpayer, on January 1, 1946. 

3. Payments of deficiencies in excess profits tax made after 
July 1, 1945, shall be reduced by the amount of the 10 per 
cent credit, and no interest shall be charged on such por- 
tion for the period after December 31, 1945. 

Examples 

I. A corporate taxpayer paid on September 1, 1945, a 
deficiency in excess profits tax of $10,000 covering 
the calendar year 1942. The deficiency will be re- 
duced by the 10 per cent credit ($1,000), but the 
taxpayer must pay the regular interest at 6 per cent 
on the $1,000 computed to September 1, 1945, as 
well as on the rest of the deficiency. 

II. A corporate taxpayer pays on February 1, 1946, a 
deficiency in excess profits tax of $10,000 covering 
the calendar year 1942. Again, the deficiency will 
be reduced by the 10 per cent credit ($1,000), but 
in this case the regular interest at 6 per cent will 
be computed only to December 31, 1945, as far as 
the $1,000 credit is concerned. 


In discussion relative to the postwar refund it must be appre- 
ciated that certain corporate taxpayers having debt reduction have 
already collected the postwar refund by having the excess profits 
tax immediately reduced in some or all years. 


Extension of Time for Payment of Taxes by Corporations 
Expecting Carry-backs 
The Tax Adjustment Act of 1945 attempts to aid the cash posi- 
tion of corporate taxpayers anticipating either net operating losses 
or income less than their excess profits credit. In case of an 
operating loss the corporate taxpayer was heretofore entitled, 
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under the Code provisions, to carry back such loss to the second 
and first preceding years and recover income and excess profits 
taxes paid thereon, while a corporate taxpayer having income less 
than the excess profits credit obtained an unused excess profits 
credit which could also be carried back to the second and first 
preceding years and excess profits taxes recovered to the extent 
that the carry-back reduces excess profits taxes of such preceding 
years. The first of the new provisions applies only to taxable 
years ending on or after September 30, 1945, and merely permits 
an extension of time for payment of tax in case of an anticipated 
carry-back and only with respect to taxes of the immediately pre- 
ceding year. 

To obtain the benefits of the provision permitting extension of 
time for payment, the corporation shall file a statement (Form 
1138) setting forth: 

1. The estimated amount of net operating loss or unused ex- 

' cess profits credit. 

2. The reasons, facts, and circumstances which cause the 
corporation to expect such net operating loss or unused 
excess profits credit. 

3. The amount of reduction attributable to the carry-back in 
the aggregate of the taxes previously determined for all 
taxable years affected by the carry-back prior to the tax- 
able year of the expected loss or unused credit. 

4. The tax or taxes and the amount thereof, the time for 
payment of which is to be extended. 

5. Such other information required by regulations. 


Example 

A corporate taxpayer files income and excess profits 
tax returns on December 15, 1945, covering the fiscal 
year ended September 30, 1945, reporting total normal, 
surtax, and excess profits tax of $100,000, and pays the 
first quarterly installment of $25,000 upon the date the 
return is filed. The next quarterly installment is due 
March 15, 1946, at which time 6 months of the next fiscal 
year have passed, and the management is aware that the 
operations for the fiscal year will result in a loss suf- 
ficiently great to wipe out, via the carry-back, all of the 
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income reported in the fiscal year ended September 30, 
1944, and part of the income for the September ‘30, 1945, 
fiscal year so as to reduce the total tax for the said fiscal 
year ended September 30, 1945, to $25,000. The corpora- 
tion may file the statement giving the facts relative to the 
loss, and, since the quarterly payment already made covers 
the anticipated September 30, 1945, year tax, the cor- 
poration may extend the time for payment of the balance 
of the tax. Bear in mind that the extension deals with 
net taxes, as a decrease of excess profits tax may increase 
normal and surtax. Also consider that the carry-back 
of net operating losses or unused excess profits credit 
apply first to the second preceding taxable year. 


Period of Extension 

The extension of time accorded expires on the last day of the 
month in which falls the date prescribed by law for filing the 
return for the taxabie year of the expected net operating loss or 
unused excess profits credit (including any extension of time 
granted the taxpayer). In the example heretofore cited such date 
would be December 15, 1946, the date the return for the Septem- 
ber 30, 1946, fiscal year is due, assuming there has been no exten- 
sion, 

If an application for tentative carry-back adjustment (to be 
discussed below) is filed before the expiration date mentioned 
above, then the extension expires on the date that notice is mailed 
by registered mail by the Commissioner to the taxpayer to the 
effect that such application is allowed or disallowed in whole or in 
part. : 

In the example heretofore cited, assume the corporation filed 
a tentative carry-back adjustment application on December 15, 
1946, with the September 30, 1946, fiscal year tax return. By 
this time the anticipated loss, as set forth in the September 30, 
1946, return, is definitely determined, and it is found that the 
actual loss was only large enough to absorb all of the September 
30; 1944, income and only so much of September 30, 1945, income 
as to reduce the total tax for that year to $50,000 instead of the 
$25,000 originally anticipated. . In such case the extension with 
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respect to the $25,000 excess will expire upon notice from the 
Commissioner. 
Termination by Commissioner 

The Commissioner may terminate the extension as to any part 
of the amount of tax where upon examination he believes that 
any part of the required statement is clearly erroneous or unrea- 
sonable in any material respect. The Commissioner may also 
terminate the extension if he believes that collection of the amount 
to which the extension relates is in jeopardy. 


Interest 

Interest on the tax extended is to be computed from the dates 
on which payments would have been required if there had been 
no extension and the taxpayer had elected to pay the tax in four 
equal installments. The rate is 3 per cent upon the portion ex- 
tended which does not exceed the final decrease in tax due to 
actual carry-back, and 6 per cent on the balance. 

In the example heretofore cited, $50,000 of the tax extended 
bears interest at 3 per cent, while the $25,000 excess bears interest 
at 6 per cent. 


Tentative Carry-Back Adjustments 

The Tax Adjustment Act of 1945 also provides for a method 
of speeding up refunds of taxes due to carry-back of net operating 
losses and unused excess profits credit as well as the extension of 
tax method allowed corporations as described above. The Tax 
Adjustment Act permits individuals and estates as well as cor- 
porations to file an application (Form 1139) for a tentative carry- 
back adjustment of taxes for prior taxable years affected by a net 
operating loss carry-back or an unused excess profits credit carry- 
back. The application must be filed on or after the date of filing 
the return for the taxable year in which the net operating loss 
occurs or the unused excess profits credit arises, and within a 
period of 12 months from the end of such taxable year. Referring 
to the example used earlier, the application for tentative adjust- 
ment for the particular corporation could be filed at any time be- 
tween the dates of December 15, 1946, and December 14, 1947. 
Again, the provision is limited to carry-backs arising from any 
taxable year ending on or after September 30, 1945. 
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The application to be filed (Form 1139) should contain the 
following: 


. Amount of the net operating loss or unused excess profits 
credit. 

. Amount of tax previously determined for each prior tax- 
able year affected by such carry-back. 

. Amount of increase or decrease in each such tax, attribu- 
table to such carry-back. 

Amount by which aggregate of decreases exceeds aggre- 
gate of increases. 

. Unpaid amount of each such tax. 

. Amount with respect to each tax for the taxable year im- 
meditely preceding the taxable year of such loss or unused 
excess profits credit, as to which an extension of time for 
payment is in effect. 

. Other information required by the regulations. 


The Commissioner’s duty is to make a limited examination of 
the application within 90 days of the filing thereof or within 90 
days of the date prescribed by law for filing the return for the 
taxable year of the net operating loss or unused excess profits 
credit, whichever date is the later, and he must determine the 
amount of increase or decrease in tax attributable to the carry- 
back upon the basis of the application. The Commissioner may 
disallow any application which he finds contains errors of computa- 
tion that cannot be corrected by him within the 90-day period or 
material omissions. 

Any increase in tax is to be treated as a deficiency and any 
decrease in tax applied in the following order : 


1. Against any unpaid amount of the tax decreased includ- 
ing any amount as to which an extension of time is in 
effect. 

2. Against deficiencies (additions to tax) assessed in connec- 
tion with the application. 

3. Against any unsatisfied amount of tax for the immedi- 
ately preceding taxable year payment of which tax is ex- 
tended. 

Any remainder within such 90-day period is to be either credited 
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against any taxes then due from the taxpayer or refunded to the 
taxpayer. 

The tentative carry-back adjustment provision materially speeds 
up the time for obtaining credit or refund of taxes due to carry- 
back operation. In general a 90-day period replaces the several 
years ordinarily required to process a refund claim. Used in 
connection with the extension of time for payment of tax dis- 
cussed earlier, it should aid from a cash standpoint all corporate 
taxpayers experiencing net operating losses or income less than 
the excess profits credit in the postwar period. 

Emphasis should be placed upon the following observations : 


1. The tentative carry-back adjustment is available to indi- 
viduals and estates as well as corporations, thereby speed- 
ing up generally all refunds due to carry-backs. 

. While it is limited to net operating losses and unused 
excess profits credits arising in taxable years ending on 
and after September 30, 1945, it applies as to the tax 
effect in all prior taxable years and not merely the “imme- 
diately preceding taxable year” as in the case of extension 
of time for payment of tax discussed earlier. 

. The tentative carry-back adjustment permits corporate 

taxpayers to speed refund due to carry-back whether or 
not they haye applied for extension of time for payment 
of tax. 
If the excess profits tax is eliminated, it is highly probable 
that the unused excess profits credit will also expire so 
that the effect of the tentative carry-back adjustment may 
in the future be limited to carry-back of net operating 
losses. 


Penalty as to Substantial Overstatement of Expected Carry-Backs 

In the event that the time for payment of taxes is extended due 
to operation of the carry-back provisions and the tax extended 
exceeds 125 per cent of the tax reduction allowed with respect to 
such year, there will be a penalty of 5 per cent of the excess over 
125 per cent. Corporate taxpayers may avoid the penalty by pay- 
ing the excess by the end of the taxable year in which the exten- 
sion is made. In the example used, the actual refund due to carry- _ 
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back was $50,000, while the estimated refund was $75,000, or 
more than 125 per cent of the actual refund. The corporation 
would be subject to a penalty of 5 per cent of $12,500 ($75,000 
less 125 per cent of $50,000) unless $12,500 would be paid on or 
before September 30, 1946, the last day of the taxable year in 
which the extension was made. 


Period of Limitation in Case of Carry-Backs 

The Tax Adjustment Act of 1945 changes the regular statutory 
limitation period with respect to additional taxes and refunds as 
applied to carry-back situations. In brief, the effect of the change 
is to begin the three-year limitation period on the due date of the 
return for the year in which the loss or unused excess profits 
credit occurs, rather than on the due date of the year to which the 
loss or unused credit is to be carried back.* 


Tentative Adjustments with Respect to Amortization Deductions 

The Tax Adjustment Act of 1945 also provides a method of 
speeding up refunds of taxes due to carry-back of the amortiza- 
tion of defense facilities where the 60-month period is shortened 
by action of the taxpayer. The procedure is somewhat identical to 
that employed under tentative carry-back adjustments discussed 
earlier. 

The taxpayer must file an application (Form 1140 for corpora- 
tions and 1046 for individuals) for tentative adjustments with 
respect to amortization deductions setting forth the recomputation 
of taxes due to the carry-back of amortization due to shortening 
of the amortization period. Such application must be-filed as fol- 
lows : 


1. If the’ taxpayer \secures a \non-necéssity ceftificate with 
respect to defense facilities, and within 90 days of the 
certification elects to terminate the amortization period by 
filing a Statenient with the Commissioner thereby shorten- 
ing the otherwise 60-month period, such taxpayer may 
within 90 days from the date of filing the statement of 
election, or within 90 days of the enactment of the Tax 
Adjustment Act (July 31, 1945), whichever date is the 


*See also N. A. C. A. Bulletin, August 1, 1945, p. 1085. 
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later, file an application for tentative adjustments with 
respect to amortization deductions. 

. If the taxpayer does not secure a non-necessity certificate, 
and the President of the United States issues a proclama- 
tion declaring the end of the emergency with respect to 
emergency facilities, and the taxpayer elects within 90 
days of such proclamation to terminate the amortization 
period by filing a statement with the Commissioner thereby 
shortening the otherwise 60-month period, said taxpayer 
may within 90 days of filing the statement of election, or 
within 90 days of the enactment of the Tax Adjustment 
Act (July 31, 1945), whichever date is the later, file an 
application for tentative adjustments with respect to 
amortization deductions. 


Even as in the case of tentative adjustments with respect to 
carry-backs, the Commissioner has 90 days within which to make 
a limited examination of the application and to determine the 
amount of increase and decrease in tax. Each increase in tax will 
be considered as a deficiency, and each decrease is to be applied 
against deficiencies assessed under this subsection, any remainder 
to be either credited against any other tax due from the taxpayer 
or refunded to the taxpayer. 

Again the Tax Adjustment Act provides a method of speeding 
refund payments by substituting 90 days for the several years 
ordinarily required to process tax refund claims. 





They Finished Their Job — 
Let’s Finish Ours 
BUY VICTORY BONDS 
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ACCOUNTING EFFICIENCIES IN SMALL 
COMPANIES 


By Glenn R. Kleinau, C. P. A., 
Chattanooga, Tenn. 


d lpoagg problem of the small office is altogether different from 

the problem of the large office, mainly because it has all of the 
work of a large office but has it on a smaller scale. This means 
that every person in the office has to be able to do many more 
things than the individual in the large office. At the same time 
the business cannot afford to provide the specialized equipment for 
each job, equipment which has efficiency built into it, while the 
short runs of work seem not to warrant the spending of much time 
to work out efficient hand methods for each job. 

The natural result is that the small office is generally inefficient, 
not because its personnel lacks capacity, but because the condi- 
tions of the office tend to discourage the development of efficient 
methods. This is so true that we take it for granted, when we go 
into a small office to get additional information for the manage- 
ment, that we will be able to get most of the additional work done 
by the people already there without working them any harder, 
simply by helping them find easier and quicker ways of doing their 
work. It is a truism that the outsider often finds it much easier 
to come into an office, and particularly a small: office, and make 
changes than do the people who are working there, for often the 
management knows too much about the office detail and hesitates 
to permit changes by the staff, It is also true that the person 
coming in from the outside has a fresh point of view on the situa- 
tion which helps him see the inefficiencies and how to correct them. 


Common Faults Requiring Correction 

In the course of public accounting work we get into many small 
offices, and we have found that certain shortcomings are common 
to most of them. Through trying something at one place and a 
variation of it at the next, we have worked out certain methods 
which we have found go a long way to correct the most common 
and serious small office problems. Thus, an almost universal fault 
of the accounting records of a small office is that the book entries 
are not well enough supported. There is an unwritten law among 
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bookkeepers that one transaction must not take moré than one line 
in a journal, and this vicious rule is rarely broken. As a result the 
books are largely & summary of the’bookkeeper’s memory. This 
weakness is the natural result of the books’ being kept by the same 
person who does most of the work for which the accounting rec- 
ords are used. He remembers well enough what he has done and 
why he has done it to carry him over the period of immediate use, 
and nothing more seems to matter when he is rushed with a lot of 
work that needs to be done. 

It follows from these same conditions that the tie-ins are often 
not well made with the subsidiary records. This is likely to be 
particularly true in connection with the payroll accounts and pay- 
roll tax records. It is often true also in connection with accounts 
receivable and accounts payable and, in fact, with any subsidiary 
records, including perpetual inventories. An adding machine tape 
with a few cryptic memos or a few pencil figures at the end is 
likely to be the only indication that the detail was ever proved 
against the control, and you are lucky if you are able to find such 
a tape and doubly so if it has a date on it. 

The analysis of the general columns of the journals and of other 
columns which require analysis has to be made, but the only indica- 
tion that it has been done is generally a little list at the end of the 
columns on the last page for the month showing how much has 
been posted to the general ledger. The scratch paper on which 
the analysis has been made has been thrown away. Even the most 
careful bookkeeper, the one who proves everything at the end of 
each period, rarely keeps these proofs in such shape that when 
something turns up he can produce them. If he does not throw 
them away, they are not kept in a systematic fashion and are likely 
to be meaningless to anyone who does not have the bookkeeper 
beside him to interpret them. . Finally, if. statements are gotten 
out in the office periodically, as likely as not, there is not even a 
work sheet to show how the accounts were combined for statement 
purposes, and even if there is a work shcet, the necessary adjust- 
ments which appear in the adjustment columns have nothing but 
key letters to explain them, and too often the man who worked 
out the adjustments cannot go back over his own tracks from 
This sounds like a severe indictment of someone. As a matter 
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of fact no one who has*not faced the actualities in a small office 








































“ and tried to correct conditions of this kind has any idea of how 
his much good reason there is for situations such as I have described. 
pate Below are described some methods which we have found useful, 
ais and which actually make it easy to avoid, to a great extent, the 
oP! faults just mentioned. These methods do not constitute a canned 
2 system that can be put in in a few minutes by anyone and then 
of will run itself. They represent merely an aggregate of devices 
which can be adapted to practically any small office situation in 
ius such a way that the difficulties described earlier can be avoided. 
be In addition, there is a saving of work and a much better record. 
Hy It is my. conviction that it will pay the head of any small office to 
si study these suggestions and either work them into his system him- 
ary self or get someone to come in and work them out for him. 
ape Account Classification 
is In'mostof our clients’ offices you will find a big ring book. It 
ved takes. 844. x.11 sheets and has the best slide opener you can‘ btiy, 
ch for the book is much used and needs to be as easy to use as pos- 
sible. The rings have a two inch inside diameter. The book is 
her divided ‘into séctions with gummed tabs, and the sections vary 
wait with the needs of the business, but we have found that certain 
the sections are standard everywhere (Exhibit 1, p. 150). 
has The first section should be the account classification, which is on 
ich a numerical basis, arranged in statement order. We find that, as a 
un matter of fact, the classification is generally kept outside the book 
of for more ready reference if the number of accounts is fairly large. 
—_ In such case there should, of course, be two copies, and one should 
en be kept in the ring book. 
ws Posting Summary and Trial Balance 
ten The second section of the ring book is the journal-ledger sum- 
1a mary (Exhibit 2). The journal-ledger summary is sometimes : 
ent extended into a work sheet for monthly statements, but, in what | 
ist- we consider its basic form, it is made up as follows: 
e 1. The accounts in the ledger are listed by number and, if 
everyone using the stimmary is not fully familiar with the 
= classification, also by name. 
dle 2. The first column gives the trial balance at the end of the 
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The accourt classification 
The Journal-Ledger Sumcaries 
The bank reconciliations 
The eccounte receivable proof lists 
The proof lists of purchase vouchers 
The analyses of the general columns 
Analyses of an expense control colum 
ditto 
ditto 
Inventory lists (if not tco bulky) 
Employee receivables, one to a sheet, 
if not tco many 
Zarnings records, if not too many 


and any other sections that may seen 
desirable 
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The tabs are placed on 
6-1/2 x 1) sheete, 


General informaticn or 

menocrande may be placed 
on these index sheetr. 

Otherwise they are left 
blank, 


Data sheets are filed 
tack of the tabs, the 
most recent on top, 8° 
that current inform- 
tion is obtained merely 
by lifting the tabbed 
inéex sheet. 
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previous month, with debits in black and credits in red. 

. Each journal is then entered in this way: The net of the 
amount in each column or pair of columns given over to a 
special account in the particular journal is entered in black 
or red on the proper line in the first column for this 
journal. When we come to the general columns, their net | 
is entered in the same way on a line marked “general col- 
umns.” 

. In the next column the analysis of ‘the general columns is 
entered as an offset against the amount on the general 
column line in the preceding column. 

. When all of the journals have been entered at the end of 
the month, the trial balance is entered in the next column. 
When everything else for the month is done, the general 
ledger is posted in the usual way and proved against the 
trial balance already obtained. 


General Column Analysis 


We have mentioned the general column analysis that the book- 
keeper enters on the last page of the journal and then throws away. 


There is a section in the ring book for these analyses. They are 
quickly, but neatly, made and become an important part of the 
accounting record. They are made up by taking a piece of 8% x 
11 columnar paper, starting at the first page of the journal for the 
month with the debits and entering each item, putting the account 
number at the head of the columm and underscoring it as the 
accounts come up in the general column. For each item we enter 
just two things beside the account number at the top of the col- 
umn, the page from which the item is taken and the amount. 
When all of the debits are entered in black, we then use a red - 
pencil and enter all of the credits in red. With a duplex adding 
machine, it takes only a moment to run a total on each account and 
check the net total of all accounts against the amount entered on 
the general column line of the journal-ledger summary. Now 
when you wish to find any item in an account that received its 
posting through the general column of the journal you turn to the 
general column analysis of the ring book, find the column for 
this account, and there is the page on which each item is entered. 
An account can be analyzed in next to no time, and the combina- 
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tion makes the account just about as easy to analyze as if every 
item in it were posted in detail. 
Group Accounts 


We make a great deal of use of group expense accounts with 
as many sub-accounts as anyone thinks can be used, for added sub- 
accounts are very little trouble with the multi-columnar ledger 
sheet which will be mentioned later. For such group accounts the 
sub-accounts are, of course, numbered, and the number is shown 
at the left side of the column in the journal. At the end of the 
month the column is analyzed in the same way as the general col- 
umns in the journal are analyzed. There is also a section in the 
ring book for the analysis for each of the accounts so handled. 
(Exhibit 3). y 








Lhecermnt i 


Hag, 45 — UR. 
nf - => -3 


@7- 000 4- /Ffee JO //300 4¢ rove 





F/- 2000 39- =f on i 4 ce 
Goose 7 boo Ir _/3¢0 
3e- Feo 7S00 

je BP eo 

3 #000 

31 SF0o 

Jr perce 

Foe co 





ANALYSIS OF THE PLANT EXPENSE COLUMN 





RSG essa f 


Exuurr 3 


In the journal-ledger summary we make it a practice to enter the 
group accounts on a line but do not always provide a line for each 
of the sub-accounts. It is generally better to include the sub- 
accounts in the journal-ledger summary, and when we do we 
enter the account group totals on the proper lines and then put 
a circle around the figures and follow them with the detailed sub- 
account figures. The trial balance is generally run with the en- 
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circled group totals, and these totals will, of course, agree with 
the group totals on the ledger sheet which will be described. 


Bank’ Reconciliations 


A section in the ring book is provided for each of the bank ac- 
counts. We have a standard form for bank reconciliations. They 
are in two-column form, one column for the bank statement and 
one for the book figures. Both columns are brought to the figure 
which will be shown on the report at the end of the period. The 
checks outstanding will be attached to the reconciliation in the 
form of an adding machine tape if there are many of them. In 
this case the check numbers will be run in with the machine by 
using the non-add key to print these numbers. It is a good idea 
when there are items which appear on the statement, but not on 
the books, to show on the reconciliation the page and line of the 
journal where the adjustment is made. 


Proof Lists for Controlling Accounts 


The proof lists of the accounts receivable and accounts payable 
are kept in special sections of the ring book. Some concerns find 
it convenient to give numbers to their customers. A simple way 
of doing this is to use a four or five digit series of numbers. The 
first one or two digits indicate the letter of the alphabet. The next 
three digits are assigned to the customers in series. The first 
under “H” will be 8001 and the first under “M” will be 13001. 
The advantage of this numerical method is that at the end of the 
month the proof list of accounts receivable can be run on an add- 
ing machine using the non-add key to print the account numbers. 
Where a voucher system, such as will be described, is used for 
accounts payable, the proof list can be made in the same way. It 
saves a lot of time and makes a good record. 

Sometimes, where there are only a few employees, the employee 
earnings records are also kept in a section of the ring book. In 
other cases the record of employees’ advances is kept there. When 
the book fills up, the older sheets are taken out and filed in fold- 
ers, corresponding to the sections under a special head, “Ring 
Book,” in the files or in the safe. They are just as much a perma- 
nent part of the accounting records as the ledger and journal are. 
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General Vouchers 


We mentioned above the difficulties that result from inade- 
quately supported journal entries. We have found the simple 
remedy for this is in two series of vouchers which we call gen- 
eral vouchers and purchase vouchers. These vouchers have noth- 
ing to do with voucher checks, which may be used in connection 
with them or not. Some companies have forms for these vouchers 
printed or mimeographed, but plain sheets do just about as well 
unless there are a lot of special transactions to be written up. In 
that case special forms can be prepared. 











* 
Vy 
. ye General Voucher 194 
entered at Journal page 20, line 27 2D eC 
f ~. . 
fe Bee ” Sears re 
dus. Shut on dus die, 6/ abit: 
Lheve, hick #2167 ant sesee 
Distount bs 97-3 £00 


Vhept- due. dal. 7/13/45 


A good basis for detérmining whether an item shall be handled as a Purchase Voucher or 
@ General Voucher, 


PURCHASE VOUCHERS -- All bills that can safely be destroyed after several years. 

GENERAL VOUCHERS -- Everything else which by any stretch of the imagination my 
ever require an explanation, Purchases or fixed assets, for example, should 
generally be put through as General Vouchers, General Vouchers are a part 
of the permanent accounting records, 








Exursit 4 


The general vouchers (Exhibit 4) are numbered in series, are 
written up on ordinary 8% x 11 sheets, and the number, as GV 
276, is written in the upper left-hand corner when the sheet is 
held before you, with the eleven inch side at the top. This makes 
it easy to find the sheet when it is kept in the ordinary file folder. 
The purpose of the voucher is to explain fully the journal entry, 
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and there is no limit to what may be written on it or attached to 
it so long as it can possibly be helpful in understanding the trans- 
action. When the entry is made from the voucher, a notation is 
made right under the voucher number. For example, GJ 272-19 
means that this voucher is entered at page 272 and line 19 of the 
general journal. We do not necessarily write the journal entry on 
the voucher, Often that would mean unnecessary work for it ap- 
pears in the journal, However, any computations which have to 
do with the entry should be made on the sheet. We have devel- 
oped a technique for installing these journal vouchers. We make 
out a few with the bookkeeper and try to get the idea across. Then 
we come back and find that entries which require explanation have 
been made but there are no vouchers. We ask all about the trans- 
action and have the bookkeeper put the explanation down on a 
sheet and give it a voucher number. Perhaps we go back some 
distance for information about something that has been forgotten 
and that has to be dug out and, of course, a voucher has to be 
made. The voucher will, of course, appear currently in the nu- 
mercial series but that does not matter. It does not take an intel- 
ligent bookkeeper long to learn that a voucher is a lot better than 
memory, and in a very short time he would not try to get along 
without this simple device. A column is provided in the journal 
for the general voucher numbers and another column for the pur- 
chase voucher numbers. They should not be mixed into the ex- 
planation column. 


Purchase Vouchers 


The purchase voucher system which we have found most prac- 
tical is also utterly simple. Purchase vouchers have their own nu- 
mercial series and are known as “P.V.s.” (Exhibit 5). They 
are numbered in the same way as the general vouchers, and we 
use the same size sheets, 8% x 11. The supplier’s invoice is 
stapled to this sheet either on the front or the back. It is well to 
stagger the placing of the invoices so that the file will build 
smoothly and not be thick at one end and thin at the other. In 
addition to the bill from the supplier there may be correspondence 
arid other papers which should also be attached, particularly re- 
ceiving reports and often purchase orders. There are various 
ways of handling these purchase vouchers on the books, for dis- 
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counts, and in the files. Some concerns enter bills as they are re- 
ceived and others not until they are paid. If liabilities are put on 
the books as received, we find that in all ordinary cases, the col- 
umns in the purchase journal or its equivalent are a much more 
satisfactory record than the old accounts payable ledger, provided 
that this system is properly installed and handled. In many cases 
the purchase vouchers are filed numerically and tied together by a 
card file in alphabetical form. In this day when most concerns 
pay by invoice, there seems to be little excuse for the old accounts 
payable ledger since a simple voucher system is so much easier to 
use and so much easier to keep in balance. 

Incidentally many people have gotten the idea that a voucher 
system is a cumbersome thing which requires the printing of many 
expensive forms and a good accountant to run it. This is, no 
doubt, because voucher systems were first heard of extensively 
in connection with big organizations which installed them with all 
the trimmings. We know of nothing which can be installed in 
the ordinary little business with Jess expense and less trouble, nor 
do we know of anything which will save more time and trouble 
than the simple voucher system described. There is one. thing to 
be said about a system of purchase vouchers by way of warning. 
It is best to get someone who has had experience with this sort of 
thing to help lay out the system. The difference between a well 
laid-out system and a hit or miss installation is considerable and, 
unlike the general voucher system which we have described and 
which practically cannot be mishandled, the purchase voucher 
system needs to be tailored to meet the particular needs. Properly 
installed, however, it saves a lot of time and gives a much better 
record. 


Monthly V ouchers 


Another way to save a lot of time and trouble in many cases is 
through the use of monthly vouchers. A monthly voucher may be 
anything from a simple one-column list to a record that might in 
itself be called a journal. It is most useful in connection with 
transactions that repeat frequently but do not need to get into the 
general records until the end of the month. It is particularly use- 
ful in certain phases of cost accounting work. Often a labor sum- 
mary can best be kept as a monthly voucher. Inventory with- 
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"e- drawals can be summarized on a monthly voucher and run through 
on the books at the end of the month, in many cases with a great 
ol- saving in time. The design of such a voucher is important. It 
re should be designed to take as little writing as possible yet with full 
ed tie-ins with related records, for example, through numbers with 
es supply requisitions. When totaled at the end of the month, the 
a proof figures for checking against controls and.the figures for the 
ns journal entry are ready to be picked up. We have found that 
its vouchers of this type are most handily filed in press-board binders, 
to a binder for each voucher. 
= Multi-Column Ledger Sheets 
ny Most accountants abhor a big ledger. On the other hand we all 
no want the information we want when we want it, and often that 
ly means that there must be a rather fine subdivision of accounts. 
all The best way to meet this problem which we have found is the 
in multi-column ledger page (Exhibit 6). We use ledger pages of 
or 
le 
Ye FF— 
g. fant feoey Imac 
of -/ -> < -¥ Fee 
oj] ol Jee ow fe boo Lis 
d, VR /eo a4 fo Yoo bby 
teh OT , - 47 a f 
id tae VR joo f> fo Joo SI 
or rR fee #6 Jos vee des 
VR - be ea 75 See ré9 
ly es -# : = & 
or 4% 373 345 34080 237 
Totals may be brought down each gonth, though this seams pointless where the Journal-Ledger 
summary is in use. 
iS LEDGER SHEET FOR A “HYPHENATED" ACCOUNT 
ye 
" Exar 6 
h 
e six and eight columns in the single-page form and twelve and 


sixteen columns in double-page form and then often use ten-col- 
umn insert sheets (that is, sheets with ten columns on each side 
and no name space) to extend the sixteen-column sheet. 
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Often we set up fixed assets and their reserves on six-column 
sheets. This gives two independent accounts on one sheet, each 
with debit, credit, and balance columns. On occasion we have set 
up asset accounts where there are several well-defined divisions, 
as, for example, a truck account with four or five trucks on six- 
teen-column sheets. In such a case we might use eight columns 
for the assets and. eight columns for the reserves. The asset 
columns include a total column and a detail column for each truck. 
In a case of this kind, we use black for the characteristic entry, 
which on the asset side will be a debit and on the reserve side will 
be a credit and make a memo of this at the top of the sheet. This 
does not, however, interfere with our use of black for debit and 
red for credit in purely balance columns. On a sheet of this kind 
we will not, however, have a balance column. At the end of each 
month in which there has been a change we bring down the balance 
in each column on the next line, and, of course, the total of the 
detail balances on the line will equal the amount in the total column. 

A suspense account is generally a horrible dumping ground, but 
with the use of multi-columnar sheets it can be very satisfactory. 
We generally use three columms on the sheet in the ordinary way, 
for debit, credit, and balance, and the remaining columns are used 
for detail. The net total of the detail columns must always equal 
the balance in the balance column. When-an item is put into sus- 
pense, a column is headed for it. When it is cleared out, the col- 
umn is double ruled and can be used again. This running analysis, 
we find, prevents messes. The idea can be applied to other special 
accounts. For instance, it is a good way to keep certain kinds of 
prepayments and accruals, and we generally use it for the payroll 
tax liability account. Sometimes in small organizations liabilities 
can be kept in this way, and it is ideal in many cases for keeping 
note accounts. In some cases employees’ advances can be kept in 
this way. 


One of the important uses of these multi-column sheets is as — 


mentioned earlier, for the expense accounts, As a rule we break 
all of the expenses of a business into five or six major groups and 
then break these into any number of accounts. In ‘the ledger we 
have multi-column sheets for each group. The sheet has no bal- 
ance column so a sixteen-column sheet gives room for fifteen sub- 
accounts. If there were no other advantages, the speed with which 
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the general ledger can be posted at the end of the month would 
justify this use. 
Adaptation of Machine Sorting 

It is hard to believe the time which can be saved or, more 


important, the added work which can be done, through the use of 
a combination of the following: 


1. Little slips of paper that we call chips. 
2. Systematic sorting. 
3. A duplex adding machine. 


The accounting machine companies have worked out a lot of ideas 
to sell their machines which the accountant should borrow for 
lots of non-machine jobs. What we are talking about now is a 
direct adaptation of some of these machine methods to situations 
which are too small for big specialized machine setups, but for 
which the methods work perfectly. 

The tabulator and keysort people have taught us that it is often 
cheap to make up cards or slips of paper for a set of data which 
are to be assembled in several different ways. Of course, the ma- 
chine men make the chips with machines, sort them with machines, 
and total the various classifications with machines. But there is 
nothing to keep us from doing the first two steps by hand and the 
third with an ordinary adding machine or preferably a duplex. 
Sometimes the original data can be made to come in on separate 
sheets ready for, sorting. This is often true of time cards and 
material requisition sheets. In some cases it is better to let the 
data come in on sheets that lump a lot of information together and 
copy it off on chips for sorting. If there are only two breakdowns 
of the information, it is generally faster to list the data on col- 


umnar sheets. Beyond that point it is likely to be better to do 


the writing once on chips and sort. 

If this is to be done efficiently, it is necessary to know how to 
sort quickly and accurately. On a straight number series, a sort 
for each digit will yield every chip in its numerical order With the 
lowest number on the top or on the bottom. Five hundred chips 
can be put into numerical order in far less time than they. can be 
sorted out into these fancy devices that are sold for the purpose. 
Our layout is to put down three rows of three piles, 1, 2, and 3 
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in the first row, 4, 5, and 6 in the second row, and 7, 8, and 9 in 
the third row, with the zero thrown out to the side wherever there 
is a clear space on the desk. On the first sort the units digit only 
is considered; on the second sort the tens; on the third sort the 
hundreds. If we want the lowest number on top and have an odd 
number of digits to sort through, on the first sort we pick up the 
9 pile first, put. the 8 on top of it, then the 7, etc., and on the sec- 
ond sort pick up in the o, 1, 2, 3 order. On the third sort we re- 
peat what we did on the first, and on the fourth repeat what we 
did on the second. Hf there are an even number of digits to sort, 
we apply the odd number procedure to the even numbers and vice 
versa. No accountant needs to have this explained to him further 
to get any result that he wants. 

Often an alphabetical sorting is desired. The quickest way 
that we have found is to sort first into five groups for the first 
letter in the series. The groups are ABCDE, FGHIJ, KLMNO, 
PORST, and UVWXYZ. Lach group is then broken down into 
the separate letters. Sometimes, but not often, an adphabetical 
breakdown needs to be made through several letters. As a rule 
the sort for the second letter in the series can be made in a single 
step. 

We try every short cut that occurs to us, but there is one kind 
that we have learned to beware of. We are very cautious about 
omitting references. We have already stressed the entering of 
the journal page reference in making the analysis of the general 
columns and of the various special columns. When making chips, 
think a long time before leaving off clock or requisition numbers. 
When taping the group it is often wise to put in with the non-add 
key the group number or requisition number or other reference 
numbers. The tape will then give a solid reference chain back to 
the original data. There is such a thing as becoming foolish about 
this, but the foolishness usually lies in not putting down enough. 
Trying to reconstruct data is generally a very expensive business. 


Conclusion 


The things covered here are not new. Most of them have, in 
fact, been worked out independently by many people who had not 
heard that someone else had already worked them out. Neverthe- 
less a review of these devices serves to remind us of the good 
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things that we already know. We often forget good things and 












































va 
re gain from being reminded of them, and by being reminded we are 
ily encouraged to give more attention to these things. We have often 
he felt foolish when we spent an hour figuring out how to save two 
dd minutes doing something that we have to do once every day. But 
he it is not foolish. Not only does it pay time dividends within sev- 
2c- eral weeks but it develops a mental attitude, both on our own part 
re- and on the part of the people that work with us, that makes for 
we efficiency. 
rt, 
ice 
ler 
ay HAWAII CARRIES ON 
rst In spite of wartime restrictions and handicaps not experienced by chap- 
O, ters on the mainland, the Hawaii Chapter has continued operations during 
to the war. Members will be interested in the description of the Hawaii Chap- 
-al ter’s wartime handicaps provided by the following excerpt from a leiter by 
ile President George A. W. Hart of the Hawaii Chapter to Wyman Fiske: 
a “For just over 3%4 years no other American community experienced 
; the restrictions and disruption of community life that Hawaii did. If 
ever a community had part in the war effort it was Hawaii, and mem- 
nd bers of Hawaii Chapter were in the thick of it. Practically all of the 
ut members who did not join the armed forces joined a volunteer organi- 
of zation, such as Police Reserves (still on the job), Home Defense Units, 
-al Air Raid Wardens, Fire Fighters, Red Cross, and a host of other volun- 
teer jobs. Perhaps this does not convey anything outstanding, but you 
DS, must not forget the Japs came here December 7, 1941, and from that 
rs. time on the military authorities never let up on warning us that they 
dd could come back again. We had our curfew, dim-out, and a few air 
ce raid alarms. Honolulu was overrun with defense workers, and, of 
to course, the boys who were fighting for us. There was a great shortage 
of office help, which did not make matters any easier for us. 
ut “With all this the Chapter managed to hold monthly luncheon meet- 
h. ings. There was only one club in Honolulu catering to a few outside 
3S. associations; fortunately we were one of the chosen few. This year 
we have managed to return to evening meetings; again one Honolulu 
club has opened up for a few outside associations, and we have walked 
tas in. The present officers and directors of the Chapter are now working 
towards one end, and that is to prepare the Chapter to get back to 
ot prewar status just as soon as we can.” 
ie- 
od 
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AccounTING Procepure ror Contro: or IncomMING MATERIAL 


Editor, N. A.C.A. Bulletin: 

Mr. Anderson’s article in the September 1' Bulletin on “Accounting Pro- 
cedure for Control of Incoming Material” makes prominent the manner in 
which accounts became the effective tool of management. 

The accountancy which Mr. Anderson describes not merely places the 
goods in the owner’s records, but provides also for prompt discovery of 
whether the amount and the quality will be right at the moment when the 
material will reach the stage of goods in process. It is just as important 
to the production processes to know if the company’s requisitions have been 
honored at physical par, as it is to the financial department to know if its 
accounts receivable are met with tender which can be banked at face value. 
I believe accountants will Jo well to read Mr. Anderson’s article with this 
view kept in mind. Efficient production needs to depend upon an inflow 
of known workable material. Accountants, therefore, must do their part 
in insuring that the material will be ready and all lapses of quantity and 
kind corrected before the actual moment of introduction to work in process 
has arrived. 

One point which I have not seen stressed, even by Mr. Anderson’s excel- 
lent article, is that if. the buyer’s requisition or order numbers are kept as 
a mark upon incoming lots of raw material, right up to the point of 
incorporating into process, it may prove of marked benefit in auditing, 
whether by the internal auditing staff or by external auditors, who have 
occasion to test check inventory and reconcile with material in transit from 
vendors, and: with accounts payable. Even goods wholly or partly miscible, 
if received in package, bags, or barrels, or even bulk lots that can be 
isolated by bins up until the time of use, are bound to be controlled with 
greater facility if there can be retained upon them the mark of the order 
number on which the material was bought and received. 


Wru1am D. Stowe, 
Scranton Chapter, 





COST CURRENTS 


Tax Court Rules on Bad Debit Recoveries—The Tax Court has re- 
cently reversed the position of the Bureau of Internal Revenue relative to 
the taxabality of recoveries of pre-1940 bad debts for excess profits tax 
purposes. If the bad debts were deductible prior to 1940, their recovery in 
subsequent years is not subject to excess profits tax. Whii'e this always 
has been the rule where the direct. charge-off method is used, the Bureau. 
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was used. This: position subsequently was modified in. those cases where 
the recovery was credited to an income account and not to the reserve. 
The ‘present decision (Boyd-Richardson, 5 TC No. 83) holds that since the 
same net income results regardless of whether the recovery is credited to 
an income account or to the bad debts reserve, the exclusion applies for 
excess profits tax purposes regardless of the accounting method followed. 


Presidential Proclamation Affecting Emergency Facilities—President 
Truman has issued a proclamation declaring the emergency period, as 
defined in Section 124 of the Internal Revenue Code, to be ended. The 
effective date is September 29, 1945. The proclamation has significance for 
owners of emergency facilities secured under certificates of necessity and 
for which non-necessity certificates have not yet been obtained. The proc- 
lamation has the same effect as a non-necessity certificats. It permits the 
taxpayer to revise his depreciation or amortization deductiors for the preced- 
ing years an¢ to file claims for refunds of prior years’ taxes as well as of 
renegotiation payments. For an analysis of the law on this subject, reference 
is made to Research Series No. 5 in Section II of the June 1 N. A. C. A. 
Bulletin. 





ASSOCIATION NEWS 











New England Regional Cost Conference 


Under the sponsorship of the Worcester Chapter, a Regional Cost Con- 
ference will be held in Worcester on November 2. Participating chapters 
will include all in the New England states. N. A. C. A, members in New 
England and any other members who may have occasion to bein the 
vicinity are cordially invited to attend. 

The sessions will be held at the Hotel Sheraton, Worcester, Mass. Sessions 
will start at 9:30 a.m. with Stanley Z. Bronner of Bridgeport opening the 
discussion with the subject, “Forecasting for Sales and Production Budgets.” 
This will be followed by a dicsussion on “Cost Determination for Pricing 
Purposes” by Clinton W. Bennett of Boston. The luncheon speaker will 
be Ira Mosher, President, National Association of Manufacturers, and also 
a loyal member of N.A.C.A. His subject will be “The Accountant’s Job 
in the Postwar Period.” The afternoon session will be devoted to a con- 
sideration of two subjects: “Analysis and Control of Selling and Distribu- 
tion Costs” presented by Robert N. Wallis of the Dennison Mfg. Co. of 
Framingham, Mass.; and “Cost Control or Catastrophe” presented by Percy 
L. Proctor of Newark, N. J. 

A dinner in the evening will be the occasion for celebrating the twenty- 
fifth anniversary of the Worcester Chapter. No technical discussion will 
be presented but there will be greetings from national officers and others. 
The dinner will be followed by a dance and by entertainment, 
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The evening prior to the Conference, November 1, will be the occasion 
for a Chapter Officers’ Conference to which officers of all the participating 
chapters are invited. It will be an occasion for discussion of chapter 

Chattahoochee Valley Chapter Chartered 

A new chapter of N. A. C. A. has been established at Columbus, Georgia, 
to be known as the Chattahoochee Valley Chapter. The charter for the 
new chapter was granted at the September meeting of the National Board, 
and presented to the Chapter President, William F. Loflin, by Assistant 
Secretary Arthur B. Gunnarson at the organization meeting on September 26. 
With a charter membership of 56, the Chattahoochee Valley Chapter becomes 
the eighty-second chapter of the Association. The following officers and 
directors have been elected: 

President—William F. Loflin, Wm. F. Loflin & Co., Columbus, Ga. 
Vice Presidents—George N. Hunter, Archer Hosiery Mill, Co- 
lumbus, Ga.; Louis P. Dowdell, Jr., Wellborn & Dowdell, 
Columbus, Ga. 
Secretary—L. Martelle Layfield, Columbus Transportation Co., Co- 
lumbus, Ga. 
Treasurer—J. Mark Mote, Merchants & Mechanics Bank, Columbus, 
Ga. 
Directors—W. E. Montgomery, Wm. F. Loflin & Co., Columbus, Ga. 
R. L. Brophy, Swift Manufacturing Co., Columbus, Ga. 
Sam P. Moore, Jr., Nehi Corp., Columbus, Ga. 
Glover R. Norris, Commercial Printers, Inc., Columbus, Ga. 
Paul R. Moore, Columbus Iron Works, Columbus, Ga. 
George L. Keen, Jr., J. A. Kirven Co., Columbus, Ga. 

, William F. Pearce, First National Bank, Columbus, Ga. 
a EN LES 
Major William Butler 
1869 - 1945 

N. A. C. A. lost a true friend and firm supporter when Major William 
Butler of Boston died on August 1. Born in England, Major Butler came 
to this country in 1909 and for six years practiced public accounting in 
Pittsburgh and Detroit. Joining the Canadian Expeditionary in 1915 as 
Major in the Infantry, Major Butler spent two years in France in World 
War I, returning to this country to serve as District Manager of Finance 
for the Bureau of Aircraft Production of the U. S. War Department. 
Following the War, he served as Comptroller of the Fisher Body Corp. 
until his retirement in 1929. As a charter member, Major Butler early became 
active in N. A C. A. affairs. He served as President of the Detroit 
Chapter, National Vice President for 1920-21, and as National Director 
from 1927 through 1929. A shelf of books and bound periodicals on account- 
ing donated to the N. A. C. A. Library a few years before his death bears 
tribute to his continued interest in the Association and its work 
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STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCU- 
LATION, ETC. REQUIRED BY THE ACTS OF CONGRESS 
OF AUGUST 2, 1912, AND MARCH 3, 1933 


. Bulletin, published semi-monthly at New York, N. Y., for Oct. 1, 1945, 

ork, County of ay York ss. 
Public in and for the State and county aforesaid, personal 

. Marple, who, Roving been duly sworn cooundion to law, 3 

lowe of, the A. £4, Bulletin and that the following is, to 

a statement ownership, management 

connie). i oy sere, pion Se Se Se 

requ » as 

embodied in Section 537, Postal Laws and Regulations, 
this form, to wit: 

resses of the publisher, editor, i editor, and 

i jation of Cost Accountants, 385 Madison 

A New York 17, 

Manager, Wyman P. Fiske, Madison 


None. . 
phs next above, giving the names of the owners, stockholder 
any, contain Fg the list of stockholders and coourlty 
im cases where the 


IRVING I. STEINHOLTz, 
O Cik’s No’ S12, Reg No. 9998-6. 
s No. . o 
Term Expires ‘March 30, 1946. 
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THE STEVENSON TROPHY COMPETITION 


Three Months’ Standings—While chapter standings in the Stevenson 
Trophy Competition are not too significant with only three months complete, 
the accomplishments in these three months make possible some interesting 
analyses. The following tabulation shows the standings of the ten leading 
chapters at the end of August: 


Points for Publicity, 
News Letters, 

Membership Employment, afid Other Total 
Place Chapter Points Financial Budgets Points Points 
Providence 1017 150 355 1522 
Hampton Roads 700 145 338 1183 
Birmingham 583 145 308 1036 
Muskegon 601 ; 70 169 
Scranton 350 144 300 794 
Los Angeles 358 146 220 
Jackson 382 90 197 
Philadelphia 191 150 305 
Nashville 280 72 286 
Memphis 323 132 156 6ll 


Analyses of the Standings—Listing of the ten leading chapters above 
is not intended to indicate that the race for the trophy is limited to the 
chapters now in leading positions. The standings are likely to change 
greatly in the next few months. At the moment the Providence Chapter 
is well in the lead on both total points and membership points. In three 
months Providence has attained 145 per cent of its membership quota for 
the year. But this means that Providence will receive only 3 points for 
each per cent of quota until it reaches 150 per cent, and thereafter only 
one point for each per cent of quota, while other chapters with lower 
accomplishments to date will be receiving 7 or 10 points for each one per 
cent of quota. Thus early advantage in membership points is less sig- 
nificant than it has been in previous years, and the Providence Chapter, 
to retain its early lead, will need high performance in other activities in 
addition to membership. There is every evidence that Providence is aware 
of this and is acting accordingly. 


Member Attendance—Reports on chapter meetings held in September 
indicate that attendance at chapter meetings was somewhat in excess of 
experience in recent years. With each chapter’s attendance quota based 
on a weighted average of chapter experience for the past three year's, 65 
per cent of the chapters which have reported to date have equaled or 
excelled their quotas in September. With reports still incomplete, it would 
appear that close to 10,000 N.A.C.A. members participated in the first 
meeting of their chapters. These attendance figures will begin to influence 
the standings when the report for September is issued. 
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